Farm Credit Administration

(2) The risk-adjusted asset base is the
total dollar amount of the institution’s
assets adjusted in accordance with
§615.5301(i)(7) and weighted on the basis
of risk in accordance with §615.5210(f).

(b) Core surplus. (1) Each institution
shall achieve and at all times maintain
a ratio of core surplus to the risk-ad-
justed asset base of a least 3.5 percent,
of which no more than 2 percentage
points may consist of allocated equi-
ties otherwise includible pursuant to
§615.5301(b).

(2) Each association shall compute
its core surplus ratio by deducting an
amount equal to the net investment in
the bank from its core surplus.

(3) The risk-adjusted asset base is the
total dollar amount of the institution’s
assets adjusted in accordance with
§§615.5301(b)(3) and 615.5330(b)(2), and
weighted on the basis of risk in accord-
ance with §615.5210(f).

(c) An institution shall compute its
risk-adjusted asset base, total surplus,
and core surplus ratios using average
daily balances for the most recent 3
months.

[63 FR 39228, July 22, 1998]

§615.5335 Bank net collateral ratio.

(a) Each bank shall achieve and at all
times maintain a net collateral ratio of
at least 103 percent.

(b) At a minimum, a bank shall com-
pute its net collateral ratio as of the
end of each month. A bank shall have
the capability to compute its net col-
lateral ratio a day after the close of a
business day using the daily balances
outstanding for assets and liabilities
for that date.

[63 FR 39229, July 22, 1998]

§615.5336 Compliance and reporting.

(a) Noncompliance and reporting. An
institution that meets the minimum
applicable surplus ratios and net col-
lateral ratio established in 8§§615.5330
and 615.5335 at or after the end of the
quarter in which these regulations be-
come effective and subsequently falls
below one or more minimum require-
ments shall be in violation of the appli-
cable regulations. Such institution
shall report its noncompliance to the
Farm Credit Administration within 20
calendar days following the month end

§615.5336

in which the institution initially deter-
mines that it is not in compliance with
the requirements.

(b) Initial compliance and reporting re-
quirements.

(1) An institution that fails to satisfy
one or more of its minimum applicable
surplus and net collateral ratios at the
end of the quarter in which these regu-
lations become effective shall report
its initial noncompliance to the Farm
Credit Administration within 20 days
following such quarter end and shall
also submit a capital restoration plan
for achieving and maintaining the
standards, demonstrating appropriate
annual progress toward meeting the
goal, to the Farm Credit Administra-
tion within 60 days following such
quarter end. If the capital restoration
plan is not approved by the Farm Cred-
it Administration, the Agency shall in-
form the institution of the reasons for
disapproval, and the institution shall
submit a revised capital restoration
plan within the time specified by the
Farm Credit Administration.

(2) Approval of compliance plans. In de-
termining whether to approve a capital
restoration plan submitted under this
section, the FCA shall consider the fol-
lowing factors, as applicable:

(i) The conditions or circumstances
leading to the institution’s falling
below minimum levels, the exigency of
those circumstances, and whether or
not they were caused by actions of the
institution or were beyond the institu-
tion’s control;

(ii) The overall condition, manage-
ment strength, and future prospects of
the institution and, if applicable, affili-
ated System institutions;

(iii) The institution’s capital, adverse
assets (including nonaccrual and non-
performing loans), allowance for loss,
and other ratios compared to the ratios
of its peers or industry norms;

(iv) How far an institution’s ratios
are below the minimum requirements;

(v) The estimated rate at which the
institution can reasonably be expected
to generate additional earnings;

(vi) The effect of the business
changes required to increase capital;

(vii) The institution’s previous com-
pliance practices, as appropriate;

185



